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financial options which could be advanced include
use of additional tax credit schemes or accelerated
depreciation to encourage appropriate levels of con-
struction.    Another possibility is the development
of return on equity standards which are targeted
at assuring the financial  viability of the industry.

- Wheeling and power-pooling - both of these offer
opportunities for reduced oil consumption and lower
electricity prices.    Wheeling  in the longer term is
a potentially large oil displacing  resource, but it is
not clear that it will dominate solutions involving
building new plants in proximity to the electricity
demand, even in resource constrained areas such as
California.    Power-pooling to take advantage of the
effectiveness of larger systems is an evolving
process in the industry.    The immediate task is
to identify whether Federal  legislation or regulation
needs to deal more directly with encouraging
more extensive pooling arrangements.    These issues
are currently under thorough examination in the
national grid study being conducted by ERA and
another analysis being conducted by FERC.

B.    REGULATION

Both the Energy Supply and Environmental  Coordination Act (ESECA)
and the Fuel Use Act (FUA) provide a regulatory opportunity to
convert certain utility powerplants from oil  to coal.

Enforcement of these programs must be closely coordinated with
the current legislative initiative.    These programs offer earlier
but smaller shifts from oil to coal  in the utility sector than
the Presidents proposal.

Under PURPA, the Economic Regulatory Administration is allowed
to intervene in the State regulatory process to encourage certain
national energy objectives.    The early implementation of this program
has been focused to a great extent on marginal-cost and time-of-use
pricing systems consistent with the goals and standards set our
in PURPA.

A lesser focus has been on oil displacement, and no attention has
been given tp the financial  ramifications of rate findings on utility
companies and the ensuing consequences on oil  and gas displacement,
of future electricity supply and the adequacy.    Expansion of this
program intb these areas would be useful but somewhat controversial.
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